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cost support disbursed to the incumbent LEC ETC in December 2008 on an annualized basis. For rural
rate-or-return incumbent LECs. all high-cost universal service mechanisms will continue to operate as
they do today through 2010, and then will be frozen at that level. Incumbent LEC ETCs will continue to

,receive this level ofsupport ifthey commit to offer broadband Internet access services to all customers
,within the service area within five years. Ifan incumbent LEC does not make this broadband
commitment for a particular service area, the support will be transitioned to the winning bidder ofa
reverse auction that will commit to deploy broadband throughout the service area within ten years, and to
,take on carrier of last resort obligations. For competitive ETes, we adopt a five-year, transition, during
'which their support will be reduced 20 percent each year. While ensuring that broadband Internet access
service is made available to customers in rural and high-cost areas, with the exception of high-cost

.support for rural rate-of-return incumbent LEes, we also cap the overall size ofthe high-cost mechanism
to protect customers in all areas ofthe nation from increasing universal service contribution assessments.

, 13. The requirements that we adopt f9r disbursement ofhigh-cost universal service support do
'not apply to providers operating in Alaska, Hawaii, or any U.S. Territories and possessions.of2 We find
,that these areas have very different attributes and related cost issues than do the continental states.of3 For
.this reason."we are exempting providers in Alaska, Hawaii and U.S. Territories or possessions from the
,high-cost sURport requirements and rules adopted herein, and we will address them in a subsequent
!proc~eding...

1. Controlling the Growth ofthe High-Cost Fund

14. Consistent with the recommendation ofthe Joint Board, we cap the total amount ofhigh-cost
universal service support, with the exception ofhigh-cost support for rural rate-of-return incumbent

'of2 Providers opemting in U.S. Territories and possessions. such as Puerto Rico and Guam, are not subject to the
high-cost support requirements adopted in this order. See Letter frOm Earl Comstock, Comstock Consulting LLC, to
Marlene Dortch, Secretary. FCC, CC Docket No. 96-45. WC Docket No. 05-377 at 1 (dated Oct. 15,2008) (asking
the Commission to recognize the higher costs and lower income levels in Puerto Rico in any refonn efforts ,it may
Jake); Letter from Eric N. Votaw, Vice President-Marketing &. Regulatory, GTA Telecom, Inc., to Marlene H.
Dortch, Secretary, FCC, CC Docket Nos. 99-68. 96-45, we Docket No. 05-337 at 1-2 (filed Oct. 24, 2008) (asking
'the Commission to recognize that Guam's costs are higher than the continental United States and that Guam should
be tre~ted separately, along with Alaska and Hawaii, for refonn purposes).

of3 E.g., Verizon Commc'ns, Inc., Transftror. andAmerica M6vil. S.A. de C. v.. Transferee. WT Docket No. 06-113,
Memorandum Opinion and Order and Declaratory Ruling, 22 FCC Red 6195,6211, para. 36 (2007)
'(VerizonlAmerica M6vil Transfer Order) (describing "difficult to serve terrain and dramatic urban/rural differences"
,in Puerto Rico); Integration o/Rates andServices/or Provision o/Communications by AuthorizedCommon
Carriers between the Contiguous States andAlaslca, Hawaii, Puerto Rico and the Virgin Islands. ee D,?cket No.
83-1376, Supplemental Order Ir;tviting Comments. 4 FCC Rcd 395, 396, paras. 7-8 (1989) (Rates andServices
Integration Order) (describing the unique market conditions and structure in Alaska)~ Letter from Brita D.
'Strandberg, Counsel for General Communication, Inc., to Marlene H. Dortch. Secretary, FCC, CC Docket Nos. 01
92, 96-45, WC Docket No. 05-337,at 2 (Oct. 3,2008) (discussing Alaska's particular service needs and network
architecture).

,~of CJ The Establishment o/Policies andService Rules/or the Broadcasting-8afellite Service at the 17.3-17.7 GHz
Frequency Band and at the 17.7-17.8 GHz Frequency Band Internationally, and at the 24. 75-25.25 GHz Frequency
Band/or Fixed Satellite Services Providing Feeder Links to the Broadcasting-Satellite Service and/or the Satellite
Services Operating Bi-directionally in the /7.3-/7.8 GHz Frequency Band, mDocket No. 06-123, Report and Order
'and Further Notice ofProposed Rulcmaking, 22 FCC Rcd 8842,8860, para. 47 (2007) (Policies and Service Rules
for the Broadcasting...satellite S~rvice Order) ("The Commission is committed to establishing policies and rules that
will promote ~ervice to all regions in the United States, particularly to traditionally underserved areas, such as
!\laska and Hawaii. and ~ther remote areas.").
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LECs." As the Joint Board recognized, high-cost support currently accounts for more than half oftotal
federal universal service support." Since 1997, when the Commission implemented the universal service
requirements ofsection 254 ofthe Act, high-cost support has increased by 240 percent." Although,
earlier this year, we took an initial step to address high-cost fund growth by capping support to
competitive ETCs, that cap was an interim, emergency measure, pending a closer examination of the steps
necessary to achieve comprehensive reform." Many commenters have urged the Commission to cap the
overall amount of high-cost support, rather than limiting the cap only to competitive ETCs.49 Although
other commenters oppose the adoption ofa cap, on the total amount ofhigh-cost support or on the amount
ofsupport available to incumbent LEC ETCs, 0 we find that, to manage the high-cost support mechanism
effectively, we must control its growth, and that capping support in the manner discussed below will
provide specific, predictable, and sufficient support to preserve and advance universal service." .

,4' Comprehensive Reform RecommendedDecision, 22 FCC Red at 20478, 20481, 20484, paras. 2, 11,26.

46 Comprehensive Reform Recommended Decision, 22 FCC Red at 20484, para. 26. In 2007, ;otal federal universal
service disbursements amounted to approximately $6.95 billion. Ofthat amount, approximately $4.29 billion, 62%,
was disbursed as high-cost support..USAC 2007 ANNUAL REpORT at 51.

47 See 2007 UNIVERSAL SERVICE MONITORING REpORT at 3-14, tbl. 3.1 (high-cost support in 1997 was
approximately $1.26 billinn, compared with approximately $4.29 billion in 2007). Even taking into account the fact
Ihat additional interstate support mechanisms, Interstate Access Support (lAS) and Interstate Common Line Support
(ICLS), were created in 2000 and 2001, respectively, high-cost support has still increased by more than 45%, from
approximately $2.94 billion in 2002,10 its current level ofapproximately $4.29 billion. Id

41 See Interim Cap Order, 23 FCC Red at 8834, para. I.

4' See CenluryTel High-Cost Reform NPRMs Comments at 18 (existing high-cost support mechanisms should be
frozen at the study area level or on a statewide basis to provide funding certainty and encourage investment);
Chinook High-Cost Reform NPRMs'Comments, Attach. at 5-6 (any cap on universal service support should apply to
all ETCs, including incumbent LECs); Connecticut Dep't ofPub. Util. Control High-Cost Reform NPRMs
Comments at5 (supporting a cap on high-cost support set althe 2007 level); Florida PSC High-Cost Reform NPRMs
Comments at2 (supporting the recommendation to cap the overall size ofthe high-cost fund); Information
Technology IndustrY Council (ITI) High-Cost Reform NPRMs Comments at7 (an overall cap should be applied to
control the size ofthe high-cost mechanism); NCTA High-Cost Reform NPRMs Comments at 19 (the Joint Board's
proposal to cap the overall size ofthe high-cost mechanism is "a welcome dose oftiscal responsibility"); National
Consumer Law Center Joint Board Comprehensive Reform NPRM Comments at 2-3 (supporting the Joint Board's
proposal to cap th~,overall high-cost fund); VerizonIVerizon Wireless High-Cost Reform NPRMs Commenls at 2-3,
6-9 (Commission should cap the overall high-cost fund).

50 See Frontier High-Cost Reform NPRMs Comments at 6-7; JSI High-Cost Reform NPRMs Comments at 6;
Montana Telecommunications Ass'n High-Cost Reform NPRMs Comments at 21-22; NECA High-Cost Reform
NPRMs Comments at 17-20; TCA High-Cost Reform NPRMs Comments at 10-11 ; IDS High-Cost Reform NPRMs
Comments at 8-9; Missouri Small Telephone Company Group (MSTC) High-Cost Reform NPRMs Reply at 5-7;
Utah Rural TelecomAss'n High-Cost Reform NPRMs Reply at 5.

Sl 47 U.S.C. § 254(b)(5); see CenturyTel High-Cost Reform NPRMs Comments at 18; Comcast High-Cost Reform
NPRMs Comments at 3, 11; Florida PSC High-Cost Reform NPRMs Comments at 8-9; National Consumer Law
Center Joint Board Comprehensive Reform NPRMComments at 2; NCTA High-Cost Reform NPRMs Comments at
4-6; New Jersey Division ofRate Counsel High-Cost Reform NPRMs Comments at 52-54; Oregon PUC High-Cost
Reform NPRMs Comments at 2-3; Sprint Nextel High-Cost Reform NPRMs Comments at 3; USTelecom High-Cost
Reform NPRMs Comments at2; VerizonIVerizon Wireless High-Cost Reform NPRMs Comments at 7; New Jersey
Division ofRate Counsel High-Cost,Reform NPRMs Reply at 64-65; Sprint Nextel High-Cost Reform NPRMs
Reply at 8-9; State Commissioners High-Cost Reform NPRMs Reply at2; Texas Office ofPublic Utility Counsel
Joint BoardComprehensive Riform NPRMReply at 2; Virgin Mobile High-Cost Reform NPRMs Reply at 3-4. The

(continued....)
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15. We find it necessary to cap the hi~.cost'mebhiihism as a first step toward fulfilling our
:statutory obligation to create specific, predictable and sufficient universal service support mechanisms.52

As the United States Court ofAppeals for the Fifth Circuit held in Alenco: "[t]he agency's broad
discretion to provide sufficient universal service funding includes the decision to impose cost controls to
avoid excessive expenditures that will detract from universal service."" The Alenco court also found that
"excessive funding may itselfviolate the sufficiency requirements,',54 and the United States Court of
Appeals for the Tenth Circuit has stated that "excessive subsidization arguably may affect the
affordability of telecommunications services, thus violating the principle in [section] 254(b)(1)."55 Given
the excessive growth in high-cost support, we find it necessary to cap this mechanism to ensure that
unsubsidized users who contribute to the fund are not harmed by excessive subsidization.

16. Therefore, we take several steps to limit the growth ofhigh-cost support. First, excluding
.support to rural rate-of·return incumbent LECs, we cap the overall high·cost fund at the total amount of
:high·cost support disbursed by the Universal Service Administrative Company (USAC) for December
2008 on an annualized basis, net ofany prior or past period adjustments. Although we agree with the
Joint Board's recommendation to cap the high·cost mechanism, rather than set such a cap at the 2007
'level ofhigh-cost support as the Joint Board recommended, we find it is more appropriate to set the cap at
the level ofsupport disbursed by USAC in December 2008 on an annualized basis. Furthermore, for
incumbent LECs other than rural rate·of·return incumbent LECs, we freeze each incumbent LEC ETC's
individual, annual high·cost support at the amount ofsupport, on a lump sum basis, that the ETC received
in Decembef 2008 annualized, net ofany prior or past period adjustments, on a study area or service area
basis,56 For rural rate-of·return incumbent LECs, all high-cost universal service support mechanisms
utilized by rural rate·of·return incumbent LECs continue to operate as the do today through 2010. This
includes' high·cost loop support (HCLS), local switching support (LSS), interstate common line support
(ICLS), safety net additive support, and safety valve support. Support from these mechanisms will be
frozen by study area at 20I0 levels.57

:(continued from previous page) -----------
,Commission has already implemented caps on the schools and libraries and rural health care universal service
,mechanisms. Universal Service First Report and Order, 12 FCC Rcd at 9054, 9140, paras. 529, 704 (establishing a
$2.25 billion annual cap for the schools and libraries mechanism and a $400 million annual cap for the rural health
care mechanism); see also 47 C.F.R. §§ 54.507(a), 54.623(a).

52 47 U.S.C. § 254(b)(5); see also Universal Service First Report and Order, 12 FCC Red at 9054, 9140, paras. 529,
704. '

53 A/enco Commc 'ns, Inc. v. FCC, 201 F.3d 608, 620-21 (5 th Cir. 2000) (A/enco).

54 A/enco, 201 F.3d at 620.

,S5 QlYest Commc'ns Int'IInc. v. FCC, 398 F.3d 1222, 1234 (10th Cir. 2005).

:16Pursuant to section 214(e)(5) ofthe Act, the term "service area" is used to rerer to the geographic area established
,by a state commission or this Commission for the purpose ofdetermining universal service obligations and support
,,,,echanisms. 47 U.S.C. § 214(e)(5): For a rural telephone company, section 21,4(e)(5) states that "service area"
.shall mean the rural company's "study area" unless and until the Commission and the states establish a different
definition ofservice area for such company. Jd In this order, we use the terms IIservice area" and Ustudy area"
interchangeably. Nothing in this order is meant to change any redefinitions orservice area previously established by
the Commission and/or the state commissions.

"Letter from John N. Rose, President, OPASTCO, and Kelly Worthingon, Executive Vice President, WTA, to
Marlene H. Dortch, Secretary, FCC, CC Docket No. 96-45, 01-92, WC Docket No. 05·337, Attach. at 2 (filed Oct.
29,2008) (Corrected OPASTCOIWTA Oct. 29, 2008 Ex Parte Letter).
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17. As discussed below, for competilive ETCs, we provide a five year transition, during which
their support is reduced in equal steps.51 More specifically, for each competitive ETC, a base-line level of
support will be determined based on the total support received by that competitive ETC for the twelve
months prior to the effective date ofthe order. For the twelve months fol1owing the effective date of the
order" each competitive ETC will receive support equal to 80 percent of its baseline support amount. In
year two, each competitive ETC will receive support equal to 60 percent of its baseline support amount.
In year three, each competitive ETC will receive support equal to 40 percent of its baseline support
amount. In year four, each competitive ETC will receive support equal to 20 percent of its baseline
support amount. Finally, in year five, existing high-cost support for competitive ETCs will be eliminated.

18. Consistent with section 254(b)(5) ofthe Act, we find that capping high-cost support in this
manner will enable ETCs to predict the specific level ofsupport that they will receive should they choose
to participate in the program.'· To the extent that an incumbent LEC ETC determines that it cannot offer
broadband Internet access service throughout its service area at the specified level of support, as discussed
below, that particular study area will be deemed an "Unserved Study Area," and we will conduct a
reverse auction to determine the entity capable ofmeeting our service requirements and the amount of
support to provide for that area. In fact, through the reverse auction process, it will be the bidders, not the
Commission, that determine how much support they would need to offer service. Finally, as discussed
below, ifthe reverse auction process does not yield a winning bidder, the Commission will reexamine
~hether it needs to take further action with regard to'this situation, should it arise.

2. Conditioning Support on Offering Broadband Internet Access Service

19. The broadband era is here. Those ofus who have broadband Internet access service use it to
communicate, to, work, to get vital information, to be educated, and to be entertained. Broadband Internet
access service-a novelty at the time of the passage of the 1996 Act-is now mainstream. Yet some
Americans stil1lack access to this vital service, and as Commissioner Copps has said, "does America at
the beginning ofthe 21st century become technologically stagnant or the leader of the Digital Age? For
me, the answer to that question depends in some significant measure upon whether we succeed in
bringing high-speed, high-value broadband and an open Internet to all Americans ... rural as well as
urban folks .•. .',,60

20. Today, we modifY our high-cost support system fundamentally to spur deployment and
ensure that all Americans have access to broadband. Specifically, for incumbent LECs, we make offering
broadband Internet access service a condition ofbeing eligible to receive high-cost support. As we
explain below, we will require all incumbent LECs to certifY whether or not therwill commit to offering
broadband Internet access throughout their supported study areas in five years.6 Those who make that

51 Lett.rfrom Paul W. Garn.tt, CTIA, to Marl.n.H. Dortch, S.cr.lary, FCC, CC Dock.tNo. 01-92, WC Dock.1
Nos. 04-36, 05-337, 06-122 all (filed Oct. 22, 2008) (CTIA Oct. 22, 2008 Ex Parte L.tt.r).

'·47 U.S.C. § 254(b)(5).

60 R.marks ofCommission.rMichael J. Copps, Pike &. Fisch.r's Broadband Policy SummilIV, Washington, DC
(Jun. 12,2008), available at http://hraunfoss.fcc.gov/.docs public/attachmatchIDOC-282890A I.pdf.

61 See 'supra nol. 56 (.xplaining use ofth. t.rms "study ar.a" Ind "s.rvic. ar.a" in Ihis ord.r). We und.rstand Ih.
conc.m ofcomm.nl.rs who poinl oul the ne.d for more granular information on broadband availability. See
Comprehensive Reform Recommended Decision, 22 FCC Rcd at 20481, p""'. 13; see also ComcaslHigh-Cosl
Reform NPRMs Comm.nts at 13-16; GCI High-Cost Reform NPRMs Comm.nts aI34-36; NCTA HIgh-Cost
Reform NPRMs Comm.nts a120; N.w J.rs.y Ral. Couns.1 High-Cost Reform NPRMs Comments aI21-22; New
York Stat. PSC Joint Board Comprehensive Reform NPRMComm.nls al I, 5-6; TCA High-Cost Reform NPRMs
Comm.nts at 11-12; UST.I.com High-Cost Reform NPRMs Comm.nts at 36; Embarq High-Cost Reform NPRMs

(continu.d....)
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commitment will continue to receive their cuiTent le~els -of support. Auction winners, as well, must
commit to offering broadband Internet access service throughout their supported areas as a condition of

· receiving even initial support. We also explain the obligations related to this condition, including carrier
of-last-resort-type obligations.

2I. We believe that imposing this condition on the receipt ofhigh-cost support for incumbent
LECs and auction winners is fully consistent with and indeed promotes Congress's overall objectives as
stated in section 254 ofthe Communications Act and section 706 ofthe 1996 Act.62 Section 254(b)(2) of
the Act instructs the Commission to base policies for the advancement ofuniversal service on the
principle that "[alccess to advanced telecommunications and infonnation services should be provided in
all regions ofthe Nation."63 Similarly, section 254(b)(3) states that "[clonsumers.••. in rural, insular, and

· high-cost areas, should have access to ... advanced telecommunications and information services, that
are reasonably comparable to those services provided in urban areas and that are available at rates charged
for similar services in urban areas.,,64 Indeed, Congress even established the definition ofuniversal

· service as "an evolving level of telecommunications services •.. taking into account advances in
telecommunications and information technologies and services."" We believe that imposing a broadband
condition on receipt ofhigh-cost support by incumbent LECs and auction winners advances the general

· purposes ofsection 254 ofthe Act as just described and also advances Congress's objective stated in
·section 706 ofthe 1996 Act to "encourage the deployment on a reasonable and timely basis ofadvanced

o. telecommunications capability to all Americans."" We also see no reason why conditioning the receipt
.. (continued from previous page) ------------
· Reply at 8-10. The Commission has recently undertaken a major effort to gather more specific and granular data

o about broadband subscribership and availability. See Devetopment ofNationwide Broadband Data to Evaluate
·Reasonable and Timely Deployment ofAdvancedServices to All Americans, Improvement ofWireless Broadband
Subscribership Data, andDevelopment ofData on Interconnecled Voice over Inlernel Prolocol (VoIP)
Subscribership, WC Docket No. 07-38, Report and Order and Further Notice ofProposed Rulemaking, 23 FCC Rcd
9691,9708-09, paras. 34-35 (2008) (Broadband Dolo Galhering Order) (seeking comment on, among other things,

o adopting a national broadband mapping program): We believe our refined broadband data gathering program will
help all of us better assess where our broadband availability needs are greatest. For purposes of implementing the

.. broadband deployment program ofthis order, we ask incumbent LECs to identify where they. will and will not
:. commit to broadband availability, thus identifying where we need to proceed to a reverse auction.

62 47 U.S.C. §§ 157 nt, 254. Some commenters suggest that adding broadband Intemet access service to ·the list of
··"supported services" would be inconsistent with section 254(c)(I) ofthe Act because broadband Internet access
service is an information service, not a telecommunications service. See SouthemLINC High-Cosl Reform NPRMs
'Comments at30-31; VerizonlVerizon Wireless High-Cosl Reform NPRMs Comments at 31-32; SouthemLINC
High-Cosl Reform NPRMs Reply at 42-43; Sprint'Nextel High-Cost Reform NPRMs Reply at 16-17. Using the

.:universal service program to ensure universal broadband availability, however, is fully consistent with the statute as
explained above. In addition, section 254(c)(2) provides that "[tlhe Joint Board may, from time to time, recommend
to the Commission modifications in the definition ofthe services that are supported by Federal universal service
support mechanisms." 47 U.S.C. § 254(c)(2). The Joint Board did just that in the Compreh.~ive Reform
RecommendedDecision, in which it recommended that we add broadband Internet access service to the list of
services eligible for support under section 254. See Comprehensive Reform RecommendedDecision, 22 FCC Rcd at

:·20491, para. 56. In this order, we achieve the Joint Board's goal by conditioning receipt offederal high-cost support
on an ETC's commitmenlto offer broadband Internet access service throughout its service area, but we do not add'
broadband Internet access service to the list of universal service supported services.

63 47 U.S.C. § 254(b)(2) (emphasis added).

.64 47 U.S.C. § 254(b)(3) (emphasis added).

.6S 47 U.S.C. § 254(c)(I) (emphasis added).

.~, 47 U.S.C. §§ 157 nl, 254.
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of high-cost support on offering broadband Internet access service is not pennissible under the
Commission's authority to promulgate general rules related to universal service.·7

22. Broadband Internet Access As a Condition to Receiving High-Cost Support. Consistent with
the objectives ofsections 254 and 706 as just described, all incumbent LECs and auction winners must
offer broadband Internet access service to all customers in their 'supported service areas as a condition of
receiving universal service high-cost support. Since the Commission adopted universal service rules in
response to the 1996 Act, broadband Internet access service has evolved into a critical service for
American consumers. The importance ofthis evolution is reflected in Congress's recent finding that
"[t]he deployment and adoption ofbroadband technology has resulted in enhanced economic
development and public safety for communities across the Nation, improved heath care and education
opportunities, and a better quality of life for all Americans, [and] [c]ontinued progress in the deployment
and adoption ofbroadband technology is vital to ensuring that our Nation remains competitive and
continues to create business and job growth."·' The majority of consumers who use broadband Internet
access service today rely on it for telework, access to banking services, interaction with government,
entertainment, shopping, access to news and other infonnation, and so many other ,uses.·9 Broadband
Internet access plays a special role in rural areas, reducing the burdens of distance.7o For example, high
speed connections to the Internet allow children in rural areas to have access to the same infonnation as
school children in urban areas. Telemedicine networks made possible by broadband Internet access
service also save lives and improve the standard ofhealthcare in sparsely populated, rural areas that may
'lack access to the breadth of medical expertise and advanced medical technologies available in other
areas: l Broadb~d service also enables the sharing ofcritical, time-sensitive infonnation with first

.7 The Commission has previously considered imposing conditions on the receipt ofhigh-cost support. See
Universal Service 'First Report and Order, 12 FCC Red at 8831, para. 98. And ofcourse, today's recipients ofhigh-

, cost support must comply with many obligations that are not explicitly spelled out in the statute. For example,,lo be
designated as an ETC, an applicant must demonstrate that,it has back-up power. See Federal-State Joint Board on
Universal Service; CC Docket No. 96-45, Report and Order, 20 FCC Red 6371, 6382, para. 25 (2005) (ETC
Designation Order).

'•• Broadband Data Improvement Act, Pub. L. No. 100-385, 122 Stat. 4096, § 102(1)-{2) (2008).

69 A recent survey finds that, compared to Internet users with dial-up service at home, those with broadband service
at home are far mo,e likely to engage in 14 different types ofInternet-related activities on a typical day. These
activities include using an online search engine, checking for weather reports, getting news, visiting a slate or local
government Web site, obtainingjob information, watching a video, and downloading a podcast. The daily use of a
search engine, for example, is reported by 57% ofthe broadband users as compared to only 26% ofthe dial-up users.
See JOHN B. HORRIGAN, PEW INTERNET & AMERICAN LIFE PROJECT, HOME BROADBAND ADOPTION 2008 at 19
(2008) (2008 PEW BROADBAND ADOPTION STUDY), available at
http://www.pewintemet.orglpdfsIPIP Broadband 2008.pdf.

70 For example, the California Broadband Task Force,Report finds broadband service critical to expanding job
opportunities for rural residents. It observes, for example, that broadband has facilitated the use of"homeshoring,"

, or the use ofhome-based workers for providing customer selVice, instead ofrequiring employees to adhere to a
strict work schedule at a centralized location. This report also finds that broadband offers farmers better access to
market information and allows them to expand their potential customer base. See FINAL REPORT OF THE
CALIFORNIA BROADBAND TASK FORCE at 13 (Jan. 2008) (CALIFORNIA 2008 BROADBAND REpORT), available at
hup:/Iwww.calink.ca.gov/taskforcereportl.

71 See Rural Health Care Support Mechanism, WC Docket No. 02-60, Order, 21 FCC Red lIllI, 11112, para. 5
(2006); see also SUSANNAH Fox, PEW INTERNET &. AMERICAN LIFE PROJECT, THE ENGAGED E-PATIENT
POPULATION at I (2008) (finding that home broadband users are twice as likely as home dial-up users to do health
research on a typical day), available at http://www.pewintemet.orglpdfsIPIP Health Aug08.pdf.
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respon~ers, government ?fficials, and ~ea\th care providers, thereby improving the government's ability
to provIde acomprehensIve and cohesIve response to a public health crisis in coordination.72 ,

23. Despite the advances in broadband technology and the deployment ofinfrastructure to
accommodate higher bandwidth speeds, ubiquitous broadband availability does not exist throughout the
nation-especially for those consumers in rural areas." In March 2008, the Commission's most recent
data revealed that more than halfof the households in the United States now subscribe to a high-speed

,service provider and at least one high-speed service provider is providing service in excess of200 kbps in
at least one direction in 99.9 percent ofzip codes in the counlly." The broadband subscription rate is
much lower in rural areas, however. A 2008 survey finds that the percentage of rural households
subscribing to broadband service is only 38 percent-well below the 57 percent and 60 percent
subscription rates found in urban and suburban areas, respectively.7S This survey concludes that the lack
ofbroadband availability very likely accounts for some of this disparity." Moreover, this conclusion is
consistent with the results ofresidential surveys in several states.7 We find that making the offering of
broadband Internet access service a condition of receiving universal service high-cost support can bring

72 A recent report to Congress concludes that "[m]odem broadband communications networks and applications
,present an enormous opportunity to radically improve the manner in which emergency information is shared by
health officials. Broadband services enable bandwidth intensive information such as video, pictures, and graphics to
be transmitted faster and in a more reliable and secure manner." JOINT ADVISORY COMMITTEE ON
COMMUNICATIONS CAPABILITIES OF EMERGENCY MEDICAL AND PUBLIC HEALTH CARE FACILITIES, REpORT TO
CONGRESS 2 (Feb. 4, 2008), available al
http://energycommerce.house.govlPress 110lJAC.Report FINAL%20Jan.3.2008.pdf.

" 'See, e.g., Cellular South High-Cosl Reform NPRMs Comments at 10; see also general(y 2008 PEW BROADBAND
ADOPTION STUDY at 11-12.

" See FCC, HIGH-SPEED SERVICES FOR INTERNET ACCESS: STATUS AS OF DECEMBER 31, 2006, tbl. IS (2007),
available al http://hraunfoss.fcc.gov/edocs publiclattachmatchlDOC-280906A I.pdf.

7S See 2008'PEW BROADBAND ADOPTION STUDY at 3-4. The survey was conducted by phone from April 8, 2008 to
May II, 2008 among 2,251 American adults, 1,153 ofwhom were broadband users. ld.

,76 Pew acknowledges that the participants in its 2008 survey may report incorrectly as to whether broadband service
,is available where they live. 2008 PEW BROADBAND ADOpTION STUDY at I I. Pew nonetheless concludes that '~he
fact that rural residents arc more likely to report th,at broadband isn't available where they live indicates that
infrastructure availability comes into play in broadband adoption. Some 28% ofrural adult Americans without
home high-speed say broadband isn't available where they live, in contrast to 22% ornon-rural Americans without
,broadband who say this. Moreover, 24% ofdial-up users in rural areas say having the service available where they
,live would prompt a switch to broadband; this compares to the 14% figure for all respondents." ld. at 11-12.

77 In Ohio, a March 2008 survey of I,200 residents found broadband service available in 96% of urban homes but in
only 79% ofrural homes. See CONNECT OHIO TECHNOLOGY ASSESSMENT: EXECUTIVE SUMMARY at 2 (June 27,
:2008), available al http·//connectoh.org! documentslRes OHExecutiveSummary06252008 FINAL.pdf. In
,California, a state-commissioned task force recently found that approximately 500,000 California hOuseholds, or
,almost 1.4 million California residents, arc unable to subscribe to broadband service with a speed ofat least 500
kbps. The task force identified 1,975 communities without broadband service and concluded that many California
communities do not have access to the higher broadband speeds. See CALIFORNIA 2008 BROADBAND REpORT at 33.
In Tennessee, a July 2007 survey of 1,787 residents having dial-up service at home found that 36% ofthem did not
subscribe to broadband service because it was unavailable to their homes. See CONNECTED TENNESSEE. TENNESSEE
RESIDENTIAL CONSUMERS at 22 (2007), available al .
·http://www.connectedln.org! documents/CTResidentialSurvey100 107.FINAL.pdf.
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this critical service to the remainder ofAmerioahs who await its deployment." In addition, doing so will
further the objective of section 254(b)(3) that consumers in rural, insular, and high-cost areas have access
to advanced telecommunications and information services that are reasonably comparable to those
services provided in urban areas and that are available at tates charged for similar services in urban
areas."

a. Definition of Broadband Internet Access Service

24. For' purposes ofsatisfYing the condition to receive high-cost support, we adopt a definition of
broadband Internet access service that focuses on the end user's experience, without regard to the types of
facilities, protocols, or other technologies used to deliver that experience. Broadband Internet access
service is therefore defined as an "always on" service that combines computer processing, information
provision, ,and computer interactivity with data transport, enabling end users to access the InteJ!let and use
a variety ofapplications, at speeds discussed elsewhere in this order.'o We refer specifically to broadband
Internet access service-an information service-and not to broadband transmission alone because our
goal is to ensure that all Americans have access to the Internet.1i

b. Broadband Internet Access Service Obligations

25. Section 254(b)(l) instructs the Commission to base policies for the advancement ofuniversal
service on the principle that quality services should be offered at just, reasonable, and affordable rates."
Below \'(e provide requirements for offering broadband Internet access service as a condition of receiving
universal service high-cost support. In sum, all incumbent LECs and auction winners must offer
broadband \Dternet access service, along with all supported services, to all customers throughout their
service areas by the end ofa five- or ten-year build-out period consistent with the requirements ofthis
order.

26. Except as described just below, an incumbent LEC or auction winner may offer broadband
Internet access service using any technology, or combination oftechnologies, that meets the requirements
for speed set forth in this order. An incumbent LEC or auction winner may also combine services
provided over its own facilities with those provided over another provider's facilities pursuant to
agreement. Indeed, there may be service areas where it is more economic to offer broadband Internet

71 We disagree with commenters who suggest that it is premature or ill-advised to require all ETCs to offer
broadband because, as discussed below, we do so in a manner that docs not increase the size oflhe high-cost fund.
See, e.g., SouthemLINC High-Cost Reform NPRMs Comments at 30; Sprint Nextel High-Cost Reform NPRMs
Comments at 16-17;-VSTelecom High-Cost Reform NPRMs Comments at 33-34; Western Telecomms. Alliance
(WTA) High-Cost Reform NPRMs Comments at 73; SouthemLINC High-Cost Reform NPRMs Reply at 41.
Similarly, we,disagree with commenters who argue that government action at the cutTent time would be wasteful as
the market is already taking steps to reach currently underserved areas. See, e.g., NCTA High-Cost Reform NPRMs
Comments at 19-20; SouthemLINC High-Cost Reform NPRMs Comments at 30; SouthemLINC High-Cost Reform
NPRMs Reply at 42. We cannot wait indefinitely for the benefits of broadband to reach all Americans.

79 Sec 47 V.S.C: § 254(b)(3).

10 See infra paras. 28, 45; see also Appropriate Frameworkfor BroadbandAccess to the Internet over Wireline
Facilities, CC Docket No. 02-33, Report and Order and Notice ofProposed Rulemaking, 20 FCC Red 14853,
14860:-61, para. 9 (2005) (Wireline BroadbandInternet Access Order), aff'd sub nom. Time Warner Telecom, Inc. v.
FCC, 507 F.3d 205 (3d Cir. 2007).

Ii As explained bel~w, nothing in this order changes the choice that providers have today to offer broadband
transmission on a common carrier basis. See infra para. 26.

12 47 V.S.C. § 254(b)(I).
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access service via one technology than another and we expHcitly provide for even a single provider to
take advantage of the inherent benefits ofdifferent technologies for different areas.13 Furthermore, an
incumbent LEC or auction winner can combine a common carrier offering ofbroadband transmission"
with the information \lrocessing ca\labi\ities described above,ss so long as what the end user receives is in
fact broadband Internet access service.

27. In general, an i'ncumbent LEC or auction wi~er cannot use satellite broadband technology to
"meei its obligations under this order absent a waiver from the Commission. We are concerned that
"broadband Internet access service provided via satellite differs from broadband Internet access provided
,over other technologies in~o important ways..First, satellite-provided broadband Internet access service
is subject to latency due, to the amount oftime it takes a signal to travel between the satellite and the user.

,,16 Latency ranges from a quarter ofa second to almost a second, making the use ofapplications that
:require a very fast response difficult or impossible, and substantially degrading the quality ofother
:.applications like voice over Internet protocol. 17 Second, satellite-provided broadband Internet access
"service is subject to degradation due to weather events ("rain fade") to a greater degree than other
',wireless technologies.81 For these reasons, we find that satellite-provided broadband Internet access
service cannot be the primary means by which we serve rural America. We recognize, however, that for

;,13 Thus, we arc not favoring wireli~e technology over another. But see Virgin Mobile High-Cost Reform NPRMs
'Reply at 5-6.

.. See Wireline BroadbandInternet Access Order, 20 FCC Rcd at 14900-01, paras. 89-90 (giving providers of
wireline broadband Internet access the choice to offer broadband transmission on a common carrier basis or a non
'common carrier basis).

'" See supra para. 24.

16 See, e.g., COMPUTERSClENCE-AND TELECOMMUNICATIONS BOARD, NATIONAL RESEARCH COUNCIL, BROADBAND:
BRINGING HOME THEBITS 145 (2002) (BRINGING HOME THE BITS); Broadbandlnfo.com,lnside the World of
:Satellite Broadband, Broadband/nfo.com, http://www.broadbandinfo.com/salellitelintro-to-satellite.htrnl (last visited
Nov. 3, 2008) (stating that because the satellites providing broadband signals orbit the earth approximately 22,300
miles above the surface, there is a lag time between the sending and receiving ofthe satellite broadband signal).

:17 See BRINGING HOMETIIEBrrs 145 (explaining that for Internet telephony, the delay can cause a real degmdation
in usability); Jon Norwood, Overview ofSatellite Intemet-Comparing the Main Features ofBroadband Satellite
(OCI. 11, 2006), al'ailao/e at http://www.velocitvguide.com/satellite/satellite-intemet-comparison.htrnl (last visited
OCI. 24, 2008) (stating that signal delay to a satellite ranges from around 500 to 900 milliseconds, and that this
latency can render any software that requires real-time user input problematic at best): Broadbandlnfo.com, Inside
the World ofSatellite Broadband, al'ailab/e at http://www.broadbandinfo.comlsatellitelintro-to-satellite.hlml (last
visited Oct. 24, 2008) (stating that for certain broadband Internet real-time applications, such as e-gaming, the
latency is enough to cause severe interference with the application).

" See, e.g., Inquiry Concerning the Deployment ofAdvanced Telecommunications Capability to All Americans in a
Reasonable and Timely Fashion, andPossible Steps To Accelerate Such Deployment Pursuant to Section 706 ofthe
Telecommunications Act of1996, CC Docket No. 98-146, Second Report, IS FCC Red 20913, 20938, para. 59
(2000) (explaining that areas subject to extreme min or snow may have difficulty receiving satellite signals in those
conditions, and describing it as a limitation to sateliite Internet last-mile facilities); see also Howstuffworks.com,
How Docs Satellite Internet Opemte?, http://computer.howstuffworks.com/ouestion606.htrnl (last visited OCI. 24,
2008) (explaining that, as for satellite TV, heavy rains can affect reception oflntemet signals); Skycasters,
Broadband Satellite Internet: 99,44% System Reliability, http./Iwww.skycasters.com/satellite-;ntemet-service
specs/system-reliability.html (last visited Oct. 31, 2008) (explaining that rain fade is a short duration period during
which the loss ofsatellite service occurs when intense storm cells arc located directly between the satellite and the
satellite dish).
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certain customers, satellite-provided broadband may be the only economic means of reaching them.
Therefore, all incumbent LECs and auction winners may apply to the Commission for a waiver to be able
to meet their commitments under this order by offering broadband Internet access service via satellite to
certain customers, based on aspeciflc, detailed showingthat there is no other economic option for serving

,those customers.'9 Ifthe Commission grants such a waiver with regard to particular customers, that
waiver may be transferred ifa different ETC becomes subject to the obligation to offer broadband to
those customers. In addition, we adopt the OPASTCOIWTA proposal that we create a "limited automatic
exception for high-cost loops" for rural rate-of-return incumbent LECs. More specifically,
OPASTCOIWTA propose: "The broadband build-out requirement has a limited automatic exception for

"very high-cost loops and allows rural RoR ILECs to serve those customers by satellite without filing a
"waiver request. 'A very high-cost loop is defined as a loop in which the additional cost to provide
broadband is in excess of 150 percent ofthe carrier's study area average loop cost. The automatic'
exception canno,t apply to more than two percent ofa carrier's total loops within a study area."9O

3. Incumbent LECs' Commitment to Offer Broadband

28. As discussed above, as a condition of receiving federal high-cost universal service support,
all incumbent LECs and auction winners must offer broadband Internet access service.91 Therefore,
incumbent LECs receiving high-cost support must certifY to the Commission, for each study area92 for
which they receive high-cost support, whether or not they will offer broadband Internet access service to
all customers within that study area, consistent with the requirements ofthis order, within five years of
the due date of their commitment.93 This certification must include a commitment to offer broadband
Internet access service with download speeds equal to or greater than 768 kbps and upload speeds greater
than 200 kbps.94

29. Incumbent LECs that file a certification for a particular study area indicating that they will
'offer broadband Internet access service under the tenus specified in this order will continue to receive
their current levels ofhigh-cost support for that study area, which will be deemed a "Committed Study
Area." We specifY the precise benchmarks that the incumbent LEC must meet over the five-year build
out period, and the consequences for failure to do so, below.9s

30. As discussed above, except for rural rate-of-return incumbent LECs, we freeze each
incumbent LEC ETC's individual high-cost support at the amount ofsupport, on a lump sum basis, the
ETC received in December 2008 annualized, net of any prior or past period adjustments, on a study area
or service area basis.96 For rural rate-of-return incumbent LECs, all high-cost univenial service

19 Ifan incumbent LEC or auction winner is permitted to use satellite service, the ETC may not charge a higher price
to customers served by satellite than it charges to customers served by another broadband technology.

90 Corrected OPASTCOIWTA Oct. 29 Ex Parte Letter, Attach, at 2.

~I See supra paras. 19-27.

92 See supra note S6 (explaining the use ofthe terms Ustudy area" and IIservice area" in this order).

93 The Wireline Competition Bureau (Bureau) will release a public notice at a future date specif'ying the manner and
due date ofthe certification. Other reporting, monitoring, and milestone requirements are set forth below. See infra
paras. 57--<i3. '

94 This tier ofbroadband is similar to the tier described as "Basic Broadband Tier I" in our Broadband Data
Gathering Order. See BroadbandData Gathering Order, 23 FCC Red at 9700-01, para. 20 & n.66.

9S See infra paras. 57--<i3.

96 See supra para. 16.
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mechanisms will continue to operate as they 86 today ,tl\ibllgh 2010, and then will be frozen at that level.
Incumbent LEe ETCs committing to offer broadband Internet access service within a study,area
consistent with the requirements of this order will continue to receive the frozen high-cost support amount
for that study area.97 ,

31. Study areas for which incumbent, LECs either certifY that they will not offer broadband in
five years as described herein, or for which the incumbent LECs fail to file any certification at all, will be

"deemed "Unserved Study Areas." For these areas, the Commission will conduct a reverse auction as
described below, awarding high-cost support to a bidder that will commit to -take on carrier oflast resort
obligations and to offer broadband Internet access service throughout the study area. '

: - 4. Reverse Auctions for Study Areas Unserved by Broadband

32. The Joint Board recommended that the Commission's universal service goals include
"universal availability ofbroadband Internet service at affordable and comparable rates for all rural and
:non~rural areas.91 While we are not adopting the Joint Board's recommendation to oreate a separate
broadband fund, we agree with the Joint Board's goal that broadband Internet access service should be

"universally and affordably available. We are therefore allowing incumbent LECs receiving high-cost
,:support to cQntinue to receive such support if they commit to offer broadband services throughout their
supported service ar~as by the end ofa five-year build-out period. We anticipate, however, that in some
,study areas, the incumbent LEe may decline to make that commitment. For these Unserved Study Areas,
:we will conduct a reverse auction for the righNo receive high-cost support.99

33. We sought comment in our Reverse Auctions NPRMon the merits ofusing reverse auctions,
:,a form of competitive bidding, t~ decide how much high-cost support to provide to ETCs serving rural,

97 Some incumbent LECs assert that they will not be able,to commit to provide broadband Internet access service to
I all customers within their study areas at the frozen level ofsupport. See, e.g., Letter from Eric N. Einhorn, V.P.
"Federal Government Affairs, Windstream, to Marlene H. Dortch, Secretary, FCC. CC Docket Nos. 01-92, 96-45,
99-68, WC Docket Nos. 05-337, 06 4 122,08-152,07-135, at 3 (filed Oct. 27, 2008); Letter from Gregory J. Vogt,

:Counsel for CenturyTel, Inc., to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01 ~92, ,99-68, 96-45, WC
'Docket No. 05-337, at 2 (filed ,Oct. 20, 2008); Letter from Daniel Mitchell, Vice President ,Legal & Industry, NTCA,
:to Marlene H. Dortch, SecretaIY, FCC, CC Docket Nos. 01-92, 96-45, WC Docket Nos. 05-337, 04-36, at 1~2 (filed
Oct. 28, 2008). First, to the extent incumbent LECs cannot build out their networks to provide broadband to all
customers in their study areas, they may seek a waiver to provide service via satellite technology, as discussed
above. Second, universal serv,ice support is not meant to ~ubsidizc high-cost carriers, but rather it is meant to
'support customers in high-cost areas. See Alenco, 201 F.3d at 620 (uThe Act only promises universal service, and
that is a goal'tjJat requires sufficii:'nt funding ofcustomers, not providers. So long as there is sumeient and
competitively-neutral funding to enable all customers to receive basic telecommunications services, the FCC has
,satisfied the Act and is not further required to ensure sufficient funding ofevery local telephone provider as well,").
Therefore, ifan incumbent LEC cannot provide broadband service at the frozen support levels, support will go to a
reverse auction winning bidder who can provide such service at or below that level on a more efficient basis. Third,
as discussed below. to the extent that a reverse auction does not produce a winning bidder, the Commission will
reexamine support to that study are•. Finally, for rural rate-of-return incumbent LECs, all high-cost universal
service mechanisms will continue to operate as they do today through 2010, and then will be frozen at that level.

91 See Comprehensive Reform RecommendedDecision, 22 FCC Red at 20491-92, paras. 56-62.

99 Many commenters, in particular those representing rural telephone companies, opposed the use ofreverse
auctions to award high-cost support to carriers oflast resort in rural areas. See. e.g., OPASTCO Reverse Auctions
~omments at 16-21; NTCA Reverse Auctions Comments at 30-46. 'Under the measures we adopt today, reverse
auctions will be conducted only in study areas for which the incumbent LEC receiving high-cost support has not
committed to offer broadband Internet access service.
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insular, and high-cost areas. lOo In a reverse auction, support generally would be determined by the lowest
bid to serve the auctioned area.1OI We conclude that using a reverse auction method for identifying both
the recipient ofhigh-cost support for an Unserved Study Area, as wen as the amount of support, is
appropriate because the winning bid should approach the minimum level ofsubsidy required to achieve
our universal service goals.102 In contrast, a support mechanism based on cost or on a cost model
provides no incentive for an ETC to provide supported services at the minimum possible cost.103 In
addition, a reverse auction provides a fair and efficient means of eliminating or reducing the subsidization
ofmultiple ETCs in a given region.104 For these reasons, we find that a reverse auction offers advantages
over the current high-cost support distribution mechanisms and we adopt a reverse auction plan, as
discussed below.lOS '

34. To implement the reverse auctions, there are several issues that must be addressed. We
describe in this part: (1) the geographic area to be auctioned; (2) the reserve price for the reverse auction;
(3) what a winning bidder will receive; (4) how the winning bidder will be selected; and (5) the

"qualifications a bidder must demonstrate before it may participate in a reverse auction.

a. Geographic Area

35. In the Reverse AuctionsNPRM, we sought comment on whether we should use the study
arealos as the geographic area for reverse auctions.107 We observed that high-cost support today is

100 See Reverse Auctions NPRM, 23 FCC Red at 1500, para. 10.

101 Reverse Auctions NPRM, 23 FCC Red at 1500, para. I I.

102 Reverse Auctions NPRM, 23 FCC Red at 1500, para. II; see Connecticut Dep't ofPub. Uti I. Control High-Cost
Reform NPRMs Comments at 7 (supporting reverse auctions as a means ofcontrolling and reducing the sizc ofthe
universal service fund, while putting the burden on providers to estimate bid amounts); Comcast High-Cost Reform
NPRMs Comments at 7 (noting that the use ofreverse auctions could reduce the sizc ofthe high·cost fund
significantly).

103 Reverse Auctions NPRM, 23 FCC Red at 1500, para. 11; see Letter from Grover Norquist, Americans for Tax
Reform, to Marlene Dortch, Secretary, FCC, CC Docket No. 96-45, WC Docket No. 05-337 at I (filed Apr. 14,
2008) (arguing that reverse auctions will create incentives to invest in rural communities and will not finance and
subsidize wasteful carriers). "

104 Reverse Auctions NPRM, 23 FCC Red at 1500, para. II.

lOS Although several rural LEC cominenters oppose the use ofreverse auctions to distribute high-cost support, as
discussed above, incumbent LECs wiU not be required to participate in a reverse auction to receive support, so long
as they committo 'deploy broadband throughouttheir study areas. See, e.g., ATAHigh-Cost Reform NPRMs
Comments at 13-15 (opposing the Use ofreverse auctions);, Alexicon Reverse Auctions NPRM Comments at 2-3
(opposing reverse auctions for rural LECs).

lOS A study area is 'a geographic segment ofan inc~mbent LEC's telephone operations. Generally, a study area
corresponds to an incumbent LEC's'entire service territol)' within a state. Direct Communications Cedar Valley,
LLC and QlVest Corporation Joint Petilionfor Waiver ofthe Definition of"Study Area" ofthe Appendix-Glossary
ofPart 36 ofthe Commission's Rules, Petilionfor Waiver ofSection 69.2(hh) and 69.605(c) ofthe Commission's
Rules, CC Docket No. 96-45, Order, 20 FCC Red 19180, 19181, para. 2 (WCB 2005). Section 54,207 ofthe
Commission's rules provides th.t a rural telephone company's service area will be its study area "unless and until
the Commission and the states, after taking into account re,commendations ofa Federal-State Joint Board instituted
under section 410(0) ofthis Act, establish a different definition ofservice area for such company." 47 C.F.R. §
54.207(b); 47 U.S.C. § 214(e)(5). As discussed above, we use the terms "study area" and "service area"
interchangeably in this order. See supra note 56.

107 See Reverse Auctions NPRM, 23 FCC Red at 1503, para. 20.

C-20



• I

Federal Communications Commission FCC 08-262

generally based on the wireline incumbent LEC'S sllidy afea:10. We tentatively concluded that the
wireline incumbent LEC's study area would be the appropriate geographic area on which to base reverse
auctions. 109 We adopt our tentative conclusion that the study area is the best geographic area to use for
several reasons. First, if we allowed bidders to bid to provide service in smaller geographic areas, we
would encourage bidders to bid on areas that are easier or cheaper to serve, leaving our most difficult-to
serve populations still without broadband service. llo Conversely, ifwe required bidders to bid on even
.larger geographic areas, we might discourage bidders from entering the auction because ofthe difficulty
in committing to serve an even larger area. Although some commenters oppose using the incumbent
,LEC's study ,area, III use ofthe study area is consistent with the area we ask incumbent LECs to consider
,in making their commitments. Finally, selecting smaller geographic areas for auction would increase the
number ofauctions to be held, potentially delaying the conduct ofthe auction and, therefore, the
:deployment of broadband to unserved areas. 1I2 For these reasons, we conclude thatthe study area is the
,best availabl!l geographic.area to consider for the auction. We will conduct a reverse auction for each
study area for which the incumbent LEC receiving high-cost support has not committed to offer
broadband Internet access service pursuant to the requirements explained above (Unserved Study
:J\reas).113 '

b. Reserve Price

I 36. 1n the Reverse Auctions NPRM, we noted that we should establish a reserve price---a
'maximum level ofhigh-cost support that participants in the auction would be allowed to,place as a bid:"4

We observed that a reserve price that is set too low is likely to discourage bidders from participating,
while one th~t is set too high raises the possibility ofproviding too much support. lIS "We conclude that
the reserve price should be the amount ofhigh-cost support that the incumbent LEC would have'been
entitled to receive had it committed to offer broadband Internet access service within the study area. 116

37. We set the reserve price in each sfudy area at the incumbent LEC's current level ofhigh-cost

:10' Reverse Auctions NPRM, 23 FCC Red at 1503, para. 20

,109 Reverse Auctions NPRM, 23 FCC Red at 1504, para. 21.

~IO Thus, we dis.gree with com~enters' argumenls that we should hold auctions for sm.1I geographic areas, such as
counties, census block groups, or zip codes. See, e.g., Comcast High-Cost Reform NPRMs Comments at 9; NCTA
High-Cost Reform NPRMs Comments at 16; SoulhemLlNC High-Cost Reform NPRMs Commenls at 24-25;
TracFone High-Cost Reform NPRMs Commenls at.6.

pI See, e.g., ComcastHigh-Cost Reform NPRMs Comments at 8-9; NCTA High-Cost Reform NPRMs Comments at
~6; SouthemLlNC High-Cost Reform NPRMs Comments at 25; TracFone High-Cost Reform NPRMs Comments at
5.

112 See Ohio PUC Reverse AuctionsNPRMCommenls at 6-7 (generally agreeing that the incumbent LEC's study
area is the appropriate geographic area on which to base reverse auctions because further disaggregation could add
cost and delays, and increase the opportunity for crearnskimming).
I.

!,3 See supra paras. 19-3I.

1,14 Reverse AuctionsNPRM, 23 FCC Red at 1509, para. 36.

I" Reverse Auctions NPRM, 23 FCC Red at '1509, para. 36.

116 See SouthcmLlNC High-Cost Reform NPRMs Comments at 22 n.63 r'The Commission would start bidding at
~urrent support levels."). As discussed above, each incumbent LEC ETC's individual high-cost support is frozen at
the amount ofsupport, on a lump sum basis, the ETC received in December 2008 annualized, net ofany prior or
past period adjustments, on a study area basis. See 'supra paras. 16, 30.
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support for several reasons. First, we are adopting eapg oIl 'the overall high-cost fund. Setting a reserve
·price will help ensure that overall high-cost funding remains within the caps, because the high-cost
funding for each Unserved Study Area will merely be transferred to another ETC, not increased. In
addition, setting a reserve price at this level will ensure that, even in reverse auctions for particular
Unserved Study Areas that do not gamer many bids, those bids will be made bl providers who are
confident that they can assume all the obligations of the carrier oflast resort, II as well as the new
broadband service obligations, and provide service more efficiently than the incumbent LEC. II ' Indeed,
·we expect that bidders frequently will offer to provide service using newer and more efficient
technologies than the incumbent LEC uses today. For these reasons, we set the reserve price at the level
·described above:

c. Auctioned Support

38. For unserved Study Areas, we will auction the award ofhigh-cost support to provide all
supported services to the entire Unserved Study Area, on a carrier of last resort basis, consistent with the
requirements of this·order. The maximum annual award amount will be equal to the amount ofthe
winning·bid (Award Amount), paid out as described·in more detail below as certain geographic areas are
built OUt.

1I9

39. The Award Amount is conditioned on the winning bidder providing all supported services as
a carrier oflast resort, as the incumbent LEC does today under state law, and meeting the ETC
requirements set forth in the ETC Designation Order. 12

• Competitive ETCs are currently required to
provide supported services throughout their service area, even though they may not be, under state law,
.!he carrier of last resort.121 In the ETC Design,ation Order, the Commission adopted additional
requirements for ETC designation proceedings in which the Commission acts pursuant to section
214(e)(6).I22 The Commission requires that applicants seeking ETC designation from this Commission

111 Carrier of last ~esort obligations for incumbent LECs are a matter ofstate law. Under section 214(e)(6), when
the state lacks jurisdiction, the Commission shall make the public interest determination on whether to designate a
carrier an ETC. 47 U.S.C. § 214(e)(6). The ETC requirements include a requirement to provide supported services
throughout the service area, 47 U.S.C. § 214(e)(I).

III Some commenters oppose setting the reserve price at cutTcnt incumbent LEe levels, or setting any reserve price.
See OPASTCO High-Cost Reform NPRMs Comments at 19-20; MSTC Group High-Cost Reform NPRMs
Comments at 17-18; North Dakota PSC High-Cost Reform NPRMs Comments at 5. We find that setting the reserve
price at the incumbent LEC support level will provide certainty to bidders and enable bidders with more efficient
technologies to provide broadband in areas where incumbent LECs do not commit to do so. Furthermore, as
discussed below, ifa reverse auction provides no winner, the Commission. will examine the need for further action.
See infra para. 47.

119 A competitive ETC that currently serves all or a portion ofan Unserved Study Area will not receive high-cost
support for the same service area as both a winning bidder and based upon a showing of its own costs. Ifa
competitive ETC that already receives high-cost support within this study area wins the auction, it will lose its
existing high-cost support for particular geographic areas as it begins to receive its Award Amount for those areas.

12. ETC Designation Order, 20 FCC Red 6371. Section 214(e)(6} ofthe Act gives the Commission authority to
designate carriers as ETCs when those carriers are not subjectto the jurisdiction ofa state commission. 47 U.S.C. §
214(e)(6). The requirements in the ETC Designation Order currently apply only to Commission-designated ETCs,
although the Commission, in that order, encouraged state commissions to adopt similar requirements. ETC
Designation Order, 20 FCC Red at 6372, 6379, paras. I, 19.

121 See 47 U.S.C. § 214(e)(I).

122 ETC Designation Order, 20 FCC Red at 6380, para. 20.
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demonstrate the following: (1) a commitment and atiiIity to provide services, including providing service
to all customers within its proposed service area; (2) that it will remain functional in emergency
,situations; (3) that it will,satisty consumer protection and service quality standards; (4) that it offers local
,usage comparable to that offered by the incumbent LEC; and (5) an understanding that it may be required
to provide equal access if all other ETCs in the designated service area relinquish their designations
pursuant to section 214(e)(4),123 We find that the universal service obligations in the ETC Designation
Order will apply to all competitive ETCs winning reverse auctions; in addition, the auction winner must
accept all ofthe carrier oflast resort obligations ofthe incumbent LEC for that study area, whether such
obligations are imposed on the LEC pursuant to state or federal law.

40. In addition to the ETC Designation Order requirements, we add two additional requirements
to competitive ETCs winning reverse auctions. First, they must, as a condition of receiving the Award
Amount, offer broadband Internet access service to all customers within the Unserved Study Area.
Second, competitive ETCs winning reverse auctions must offer supported services at a retail price
'comparable to the retail price charged by the ipcumbent LEC in that same study area for the same or
equivalent service.124 In this manner, we ensure that competitive ETCs receiving high-cost support will
continue to make supported services at least as affordable and available as they are today.

41. We recognize that a transition mechanism is needed to shift high-cost support from the
incumbent LEC currently receiving it to another ETC that wins an Award Amount. A flash cut would be
hannful in at least two ways. First, the incumbent LEC would immediately lose support upon which it
may rely to maintain supported services as a carrier of last resort to consumers today, It is possible that
removing support from the incumbent LEC would, in some cases, jeopardize its provision ofservices to
some users. In addition, granting a full Award Amount immediately to a winning ETC would provide

I

little incentive for the competitive ETC to build out new facilities to difficult-to-serve areas until the last
possible moment, as in many cases those areas will be the most expensive to serve. As a result, we ,
conclude that, prior fo the initiation of an auction, the incumbent LEC for the Unserved Study Area will
be required to identifY the distribution ofsupport by geographic area for purposes of the auction and the
transfer ofsupport to the winning bidder. As the winning ETC builds out to those geographic areas and
certifies that it complies with all its obligations under this order for that area, it will receive high-cost
support for that portion ofthe Unserved Study Area, and the incumbent LEC will no longer receive such
support for that area.12

! As the winning bidder takes on carrier of last resort obligations and obtains high~
cost support for an area, the incumbent LEe will no longer receive high-cost support for that area and will
be relieved of its carrier oflast resort obligations at both the state and federal levels. We require winning
~uction bidders to comply fully with all the requirements ofthis order by the end ofa ten-year build-out
period.

42. Finally, we address the question oftransferability of the Award Amount. We conclude that

i23 ETC Designation Order, 20 FCC Red at 6380, para. 20; 41 U.S.C. § 214(e)(4).

124 In adopting this requirement, we are not setting any specific rates, nor does this requirement conflict with the
~tates' jurisdiction over intrastate rates. In.stead, we are conditioning the receipt offederal universal service support
on an ETC's provision, on avoluntary basis, ofrates comparable to the incumbent LEC's for equivalent services.

125 The amount ofsupport to be awarded to the winning bidder could be less than the amount ofsupport received by
the incumbent LEC for that same area. The transfer ofsupport will be based on the amount ofsupport, relative to
support for the entire study area, received by the incumbent LEC for the area to be transferred; that same relative
percentage will be used to calculate the amount ofaward support the auction winner should receive for the same
area. In no event will an incumbent LEC who is not an auction winner continue to receive support for an area once
~n auction winner begins to receive support for that same area.
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auction winners may transfer their right to the Award Amount. This transfer could take one ofseveral
fonns-an auction winner could be purchased by another entity, the winner could sell assets used to
provide the supported services, or the auction winner could transfer just the right to the Award Amount
itself. The transferee will, in all,events, step into the shoes of the auction winner and will be responsible
for meeting all obligations as if it had been the original auction winner. Any such transfer, however, must
be authorized by the Commission before it is consummated.

d. Selecting a Winning Bid

43. In the Reverse Auctions NPRM, we sought comment on whether the reverse auction should
award high-cost support to a single winner or to multiple winners. 126 We observed that if only one winner
receives support, this could provide a fair and efficient means of eliminating the subsidization ofmultiple
ETCs in a region, particularly in areas in which costs are ,prohibitive.127 We tentativelr. concluded that
universal service support auctions should award high-cost support to a single winner.· I We now
conclude that the single winner fonnat will provide the most effective mechanism for determining tbe
support amount sufficient to meet the universal service goals in any given area. 129 We therefore adopt our
tentative conclusion to select one winner in each reverse auction.

44. As we have explained above, in requiring the offering of broadband Internet access service as
,a condition ofreceiving high-cost support. one ofour main goals is to ensure that all Americans have
access to affordable, qUEility bro!!-dband services.130 Achieving this goal will require careful selection of
the winning bidder for a particular Unserved Study Area. As explained in more detail below, the winning
bidder will be the one who commits to offer the highest speed of broadband service-throughout the
entire Unserved Study Area-at a bid amount that is equal to or less than the reserve price (the incumbent
LEC's current high-cost support amount). In so doing, we work towards making quality, technologically
advanced broadband services available to all Americans, including those in difficult- or expensive-to
serve areas, rather than settling for lesser broadband service for those Americans who live in high-cost
areas. We acknowledge that, in many cases, the winning bid will not be the cheapest one. But we believe
that encouraging bidders to offer better broadband services at or below a set reserve price will help us
achieve our broadband goals, while keeping an appropriate limit on the amount ofhigh-cost support
disbursed to achieve that goal.

45. For purposes ofour reverse auction, we establish three tiers ofbroadband service. We will
use the term "Basic Broadband Tier I" to refer to service with download speeds equal to or greater than
768 kbps but less than J,S mbps, and upload speeds greater than 200 kbps. We will use the term
~'Broadband Tier 2" to refer. to service with download speeds equal to or greater than I.S mbps and less
than 3 mbps. and upload speeds greater than 200 kbps. We will use the tenn "Broadband Tier 3" to refer

126 Reverse Auctions NPRM, 23 FCC Red at 1501, para. 13.

127 Reverse Auctions NPRM, 23 FCC Red at 1501, para. 14.

121 Reverse Auctions NPRM, 23 FCC Rcd at IS01, para. 14

129 See, e.g., Florida PSC High-Cost Reform NPRMs Comments at 4-5; New York PSC Identical Support and
Reverse Auctions NPRMs Comments at 2-3; VerizonlVerizon Wireless High-Cost Reform NPRMs Comments at
21-22, App. at 12. We disagree with commenters who support multiple winner auctions. See. e g., Alltel High-Cost
Reform NPRMs Comments at 40-41; Atlantic Tele-Network Identical Support and Reverse Auctions NPRMs
Comments at 13. We find that supporting asingle auction winner is a more efficient means ofensuring the
'provision ofbroadpand Internet access in areas where the incumbent LEe has detennined that the costs ofserving
all customers in the area is prohibitive.

130 See supra paraS. 19-23.
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to service with download speeds equal to or greater thm 3liibps, and upload speeds greater than 200
kbps.l3I

46. We,will evaluate bids as follows: for any UnserVed Study Area, a bidder' will sub~it a bid to
commit to offering a service falling within Basic Broadband Tier I, Broadband Tier 2, or Broadband Tier
3 to all customers in the Unserved Study Area, To qualilY for an award, the bid must be equal to or less
than the reserve price-that is, equal to or less than the amount ofhigh-cost support received by the
incumbent LEC for that Unserved Study Area.132 The bidder need not specifY a specific speed to which it
will commit in any ofthe three tiers, but it must disclose in which tier its proposed service will fall. The
bid amount will be an amount ofhigh-cost support to provide all supported services'in the Unserved
Study Area as carrier of last resort, subject to all the requirements ofthis order, including the condition to
offer broadband throughout the Unserved Study Area. The winning bid will be selected through a two
step process. First, we will identifY the highest speed tier for which there is a valid bid. If there is only

:: one bid for that tier, then that is the winning bid. Ifthere are multiple bids within that tier, then the
,winning bid will be the lowest price bid within that tier.133

47. Ifa particular reverse auction produces no winner, the study area will be identified as a truly
"high-cost study area. The fact that there is no winning bidder may indicate that the reserve price was set
,at too Iowan amount ofsupport. The Commission will reexamine any such study area to determine
whether the frozen high-cost support amount is sufficient, and, if it is not, the Commission will determine

"What further actions should be taken to'ensure that the study area is served by a provider that will meet the
broadband commitment and carrier of last resort requirements. For example, the Commission may
consider disaggregating the study area on a wire center basis for reverse auction purposes, or increasing
,the amount ofhigh-cost support set as the reserve price for the study area.13

' To ensure continued service,
,to customer,s during the limited period oftime in which the C01J1mission examines these issue~, the
"existing incumbent LEC will continue to have all carrier of last resort and ETC obligations, and will
"continue to receive hig~-cost support frozen at its current level pending transfer ofsuch support to the
"winning bidder ofthe reverse auction.

e. Bidder Qualifications

, 48. We adopt a number ofconditions,that bidders must meet before they can participate in any
'auction. We adopt these requirements to help ensure that any bidder who wins an auction will be capable
ofmeeting the commitments that flow from being a winning bidder.

49o<First, we require that a bidder be an ETC, certified by the Commission or by a state. In the
,Reverse Auctions NPRM, we tentatively concluded that an auction bidder must be an ETC covering the
relevant geographic area prior to participating in the auction. 13S We hereby adopt that tentative

, ,
131 These t.nns arc ~imilar, but not id.ntical, to t.nns us.d in our lat.st BroadbandData Gathering Order. See
Broadband Data Gathering Order, 23 FCC Rcd at 9700-01, para. 20 & n.66.

'132 See supra paras. 16,36.

'133 For example, assume the Commission conduct.d a r.v.rs. auction for an Uns.rved Study Ar.a with a r.s.rv.
'pric.oU5 and rec.ived four bids: $1 to off.r Basic Broadband Tier I, $2 to offer Broadband Ti.r 2, $3 to off.r
Broadband Ti.r 3, and $4 to offer Broadband Ti.r 3. In that sc.nario, the winning bid amount would b. $3 to off.r
:Broadband Ti.r 3.

134 See Fre. Pr.ss Oct. 24, 2008 Ex Parte Leiter at 12 (arguing that, ifastudy ar.a r.c.iv.s,no winning bidd.r in a
rev.rs. auction, th.n the study ar.a should b. disaggr.gated).

13S Reverse Auctions NPRM, 23 FCC Red at 1500-01, para. 12; see also, e:g., Florida PSC High-Cost Reform
NPRMs Comments at 5; Indiana Uti!. Reg. Comm'n High-Cost Reform NPRMs Comm.nts at 12; MSTC Group

. (continu.d....)
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conclusion. Winning bidders must be desigIiateCl as ETCs before receiving high-cost support pursuant to
sections 214 and 254 of the Act; therefore, requiring bidders to receive this designation prior to
participating in an auction entails only a small additional burden. This burden is offset by the potential
delay in deploying broadband Internet access service that would result while a non-ETC winning bidder
seeks and obtains ETC designation."6 We note that ETCs are not required to provide all supported
services with their own facilities. 1J7 ETCs may enter into contracts with other entities to provide some
supported services in part or all of the s.tudy area.

50. As a general matter, in our spectrum auctions we require an upfront payment to deter
frivolous or insincere bidding.IJ• In the reverse auctions we adopt today, we are not requiring an upfront
payment. Instead, we are requiring participants to demonstrate to the Commission a capability to meet
the milestone requirements. This showing will include, for example, evidence of financial resources with
which to undertake the construction or upgrading of facilities necessary to offer broadband Internet access
service. In addition, in areas where the bidder does not currently offer telecommunications services, we
will require the bidder to submit a plan demonstrating the timetable for building the necessary facilities
and obtaining any required permits.

5. Competitive Eligible Telecommunications Carriers

51. In the Identical Support NPRM, the Commission tentatively concluded that it should
eliminate the current identical support rule for competitive ETCs, because the rule bears no relationship to
the amount ofmoney competitive ETCs have invested in rural and other high-cost areas of the country.IJ9
In that notice, the Commission tentatively concluded that a competitive ETC should receive high-cost
support based on its own costs, which better reflect real investment in rural and other high-cost areas of
the country, and which create greater incentives for investment in those areas.I<o Because a competitive
ETC's per-line support is based solely on the per-line support received by the incl!mbent LEC, rather than
its own network investments in an area, the competitive ETC has little incentive to invest in, or expand,
its own facilities in areas with low population densities, thereby contravening the Act's universal service

(continued from previous page) ------------
High-Cost Reform NPRMs Comments at 12; VerizonIVerizon Wireless High-Cost Reform NPRMs Comments, App.
at 8.

~J6 For this reason, we disagree with commenters who argue that we should not require bidders to be ETCs. See
GCI High-Cost Reform NPRMs Comments at 89; Consumers Union (CU) et al. High-Cost Reform NPRMs Reply at
17.

IJ7 Pursuant to section 214(e)(I)(A) ofthe Act, a common carrier desigoated as an ETC must offerlhe services
supported by the fedeml universal service mechanisms throughout the designated service area either by usiog its
own facilities or by using a combination of its own facilities and resale ofonother carrier's services (including the
services offered by another ETC). 47 U.S.C. § 214(e)(I)(A).

IJS See, e.g., Auction ofLPTVand TV Translator Digital Companion Channels Scheduledfor November 5, 2008,
AU Docket No. 08-22, Public Notice, DA 08-1944, pam. 53 (WTB 2008).

IJ9 Identical Support NPRM, 23 FCC Rcd at 1470, para. 5; see, e.g., Embarq High-Cost Reform NPRMs Comments
at 10 ("It is logically inconsistent to' compensate a carrier for serving 'high-cost' areas when there is no evidence-in
the form ofcost studies, filings, or model results-that the areas being supported are indeed 'high-cost' for that
carrier."); Frontier High-Cost Reform NPRMs Comments at 4 (asserting Ihat identical support is merely a subsidy 10
competitive ETCs, "and there is no basis to tell whether consumers are getting any [u]niversal [s]ervice benefits
whatsoever" from subsidizing competitive ETCs in this maoner).

1<0 Identical Support NPRM, 23 FCC Rcd at 1470, para. 5.
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goal ofimprovingthe access to telecommunications services in rural, insular and high-cost areas.m
, Instead, competitive ETCs have agreater incentive to expand the number ofsubscribers, particularly
those located in the lower-cost parts ofhigh-cost areas, rather than to expand the geographic scope of
their networks. As discussed above, the Joint Board recommended elimination of the identical sUEport

, rule; we agree with the Joint Board and adopt this recommendation and our tentative conclusion. I 2

52. For competitive ETCs, we provide a five-year transition, during which their existing support
is reduced in equal steps.143 More specifically, for each competitive ETC, a base-line level ofsupport will
be detennined based on the total 'support received by that competitive ETC for the twelve months prior to
the effective date ofthe order. For the twelve months following the effective date of the order, each

, competitive ETC will rec~ive support equal to 80 percent of its baseline support amount. In year two,
,each competitive ETC will receive support equal to 60 percent of its baseline support amount. In year
three, each competitive ETC will receive support equal to 40 percent of its baseline support amount. In
year four, each competitive ETC will receive support equal to 20 percent ofits baseline support amount.

,Finally. in year five, existing high~cost support for competitive ETCs will be eliminated. In the Further
,Notice we seek comment on an appropriate universal service mechanism (or mechanisms) focused on the
deployment and maintenance ofadvanced mobile wireless services in high-cost and rural areas.

6. Build-Out Milestones and Monitoring, Compliance, and Enforcement

53. We find that a rigorous monitoring. compliance and enforcement program is necessary to
ensure that all incumbent LECs and auction winners receiving high-cost support adhere to their obligation
to offer broadband Internet access service thr9ughout their supported service areas by the end oftheir
respective build-out periods. We therefore es!ablish build-out requirements to monitor providers'
progress toward their build-out commitment. Specifically, and as described in detail below, we require

,each provider receiving high-cost support to meet specific milestones with regard to broadband
.deployment in the years preceding completion.

54. Applicability ofRequirements. As an initial matter, we find that the monitoring, compliance
and enforcement requirements we adopt today will apply equally to all recipients of high-cost support that
commit to offer broadband Internet access service as a condition of receiving support. Consumers should
expect to receive the benefits oftoday's order, irrespective ofwhether an incumbent LEC or winning

,auction bidder receives high-cost support in their area. We find that the milestone obligations we impose
Joday wilt not unduly burden any company; rather, they represent efforts we believe carriers would
undertake in the nannal course ofconstructing a broadband network. We therefore apply the monitoring,
compliance. and enforcement requirements below to all incumbent LECs and auction winners that receive
:high-cost support. .,

55. Milestones/or Committed Incumbent LEes. To ensure that incumbent LEes that commit to

:141 See 47 U.S.C. § 254(b)(3)j Alabama PSC High-Cost Reform NPRMs Comments at 3 (liThe identical support rule
provides little incentive for ETCs to invest in building their own facilities in rural areas with low population
'Clensities because their support currently is based solely on the per-line support received by the incumbent, instead of
investment in the network.It). .

r42 Comprehensive Reform Recommended Decision. 22 FCC Red at 20478. para. 5 (recommending elimination of '
,the identical support rule, which "bears little or no relationship to the amount ofmoney competitive ETCs have
'Invested in rural and other high-cost areas of the country"). '

143 CTIA Del. 22. 2008 Ex Parle Letter at 1. The calculation ofsupport provisions in this Part apply to competitive
ETCs that do not receive high-cost support as the result ofwinning a reverse auction. Support for winning auction
bidders, including competitive ETCs, will be based on the bid amount. as discussed above. See supra paras 43-47.

C-27



Federal' Communications Commission FCC 08-262

offering broadband make steady, progress towards offering Broadband Internet access service throughout
their entire service areas as required in this order, we adopt milestones based on customer locations where
the incumbent LEC is not yet offering broadband Internet access service (Unserved Customers).I"
Specifically, we require incumbent LECs to be capable ofproviding broadband Internet access service to
an additional 20 percent of their Unserved Customers by the end of each year of the five-year build-out
period. This requirement means that, ofthe total number ofUnserved Customers in the service area,
these carriers must offer broadband to 20 percent by the end ofyear one, 40 percent by the end ofyear
two, 60 percent by the end ofyear three, 80 percent by the end ofyear four, and 100 percent by the end of
year five. This five-year period starts from the due date ofthe incumbent LEC commitment.

56. Milestones/or Auction Winners. 'To ensure that auction winners make good progress toward
meeting their obligation to become fully compliant with the requirements of this order, we require every
auction winner to be capable ofserving 10 percent of the potential customers in the service area by the
end ofyear two, 25 percent by the end ofyear,three, 50 percent by the end ofyear four, 65 percent by the
end ofyear five, 75 percent by the end ofyear sil', 85 percent by the end ofyear seven, 90 percent by the
end ofyear eight, 95 percent by the end ofyear nine, 100 percent by the end ofyear ten. The absence of a
milestone at the end ofyear one is intended to allow new service providers sufficient time to plan their
network and to start deploying and marketing it within some parts of the service area. Similarly, the
ascending milestones in the remaining years are intended to peOllit the auction winner a reasonable time
in which to build its network and services while ensuring that it does not delay in reaching customers who
need this vital service. The ten-year build-out period starts on the date on which that carrier wins the
auction.

57. Consequences a/Not Meeting Milestones. For all incumbent LECs and auction winners
receiving high-cost support, failure to achieve any milestone will result in loss ofeligibility for support
(and, where this Commission has jurisdiction over the designation ofETC status, loss ofETC status) for
that service area, Ifthe incumbe,nt LEC or auction winner loses its eligibility for support, the study area
will be subject to re·auction. Ifat the end of the build-out period, the incumbent LEC or auction winner is
not fully compliant with all its obligations under this order, including its obligation to offer broadband
Internet service throughout the service area, it will forfeit its eligibility for support and, if its ETC
'designation 'Was made by this Commission, lose its ETC status.

58. Milestone Audits. All milestone data will be subject to audit by the Commission's Office of
Inspector General and, ifnecessary, investigated by the Office ofInspector General, to deteOlline
compliance with the build-out requirements, the Act, and Commission rules and orders. I" Service
providers will be required to comply fully with the Office ofInspector General's audit requirements,
including, but not limited to, providing full access to all accounting systems, records, reports, and source
tlocuments of the service providers and their employees, contractors, and other agents, in addition to all
other internal and external audit reports that are involved, in whole or in part, in the administration ofthis

I" Customer locations include both residential and business locations within the ETC's service area.

I" See Comprehensive Review ofthe Universal Service Fund Management, Administration, and Oversight, Federal
State Joint Board on Universal ServIce, Schools andLibraries Universal Service Support Mechanism, Rural Healtli
Care Support Mechanism, Lifeline andLink-Up, Changes to the Board ofDirectorsfor the National Exchange
Carrier Association, Inc., WC Docket No. 03-109, Report and Order, 22 FCC Rcd 16372, 16383-84, para. 24
(Comprehensive Review Report and Order) (requiring "recipients ofuniversal service support for high-cost
providers to retain all records that they may require to demonstrate to auditors that the support they received was
consistent with the Act and the Commission's rules, assuming that the audits are conducted within five years of
disbursement ofsuch support."). The term "servic~ provider" includes any participating subcontractors.
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program.I" Such audits or investigations may provide information showing that a service provider failed
to comply with the Act or the Commission's rules, and thus may reveal instances in which universal
service support was improperly distributed or used.

59. We emphasize that we retain the discretion to evaluate the uses ofmonies disbursed through
.. the high-cost program and to determine on a case-by-case basis whether waste, fraud, or abuse ofprogram
, funds occurred and whether recovery is warranted. We remain committed to ensuring the integrity ofthe
: universal service progrll/ll and will aggressively pursue instances ofwaste, fraud, and abuse under the
Commission's procedures and in cooperation with law enforcement agencies. In dofng so, we intend to

:: use any and all enforcement measures, including criminal and civil statutory remedies, available under
law.'47

,m. BROADBAND FOR LIFELINEILINK UP CUSTOMERS

60. In this Part, pursuant to section 254(b) ofthe Act, we establish a Broadband LifelinelLink Up
Pilot Program (Pilot P~ogram) to examine how the Lifeline and Link Up universal service support

"mechanism,can be used to enhance access to broadband Internet access services for low-income
Americans. l4I Specifically, we conclude that we will make available $300 million each year for the next
three years to enable ETCs to support broadband Internet access service and the necessary access devices.
In particular, ifan ETC provides Lifeline service to an eligible customer, the Pilot Program will support

::50 percent of the-cost ofbroadband Internet access installation, including a broadband Internet access
device, up to a totiIl amount oUIOO. In addition, ifan ETC provides Lifeline service to an eligible
household, the Pilot Program will double, up to an additional $10, the household's current monthly
subsidy to offset tile cost ofbroadband Internet access service.

A. Background

61. Since 1985, the Commission, pursuant to its general authority under sections I, 4(i), 201, and
205 ofthe Act and,in cooperation with state regulators and local telephone companies, has administered
'two programs designed to increase subscribership by reducing charges to low-income consumers.149 The
,CommissiolJ's Lifeline program reduces qualilYing consumers' monthly charges, and Link Up provides
federal support to reduce eligible consumers' initial connection charges by up to one half. lso

,14' This includes presenting personnel to testilY, under oath, at a deposition ifrequested by ofthe Office of/nspector
,General.

:147 See, e.g., 41 U.S.C. §§ 51-58 (Anti-Kickback Act of 1986); 31 U.S.C. § 3729 (False Claims Act).

'i41 The Commission has established a similar universal service pilot program under the Rural Health Care support
mechanism. See Rural Health Care Support Mechanism, WC Docket No. 02-60, Order, 21 FCC Rcd III I1(2006)
(2006 Rural Health Care Pilot Program Order) (establishing a Rural Health Care pilot program to examine how the
Ruml Health Care funding mechanism can be used to enhance public and non-profit health care providers' access to
advanced telecommunications and information services); Rural Heath Care Support Mechanism, WC Docket No.
02-60, Order, 22 FCC Rcd 20,360 (2007) (selecting Ruml Health Care pilot program participants eligible to receive
up to 85% ofthe costs associated with the construction ofstate or regional broadband health care networks and with
the advanced telecommunications and information services provided overlbose networks),

149 47 U.S.C. §§ 151, 154(i), 201, 205.

1,:0 Lifeline currently provides low-income consumers with discounts ofup to $10.00 offof the monthly cost of
telephone service for a single telephone line in their principal residence. though this amount adjusts, in part, to
reflect the carrier's tariffed fedeml subscriber line charge. See 47 C.F.R. § 54.403. Link Up provides low-income
consumers with discounts of up to $30.00 offof the initial costs of installing telephone service. See 47 C.F.R. §
54.411(a). Under the Commission's rules, there are,fourtiers offederal Lifeline support. All eligible subscribers

(continued....)
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62. Under the Commission's current rul€!s; states and territories have the authority to establish
,their own LifelinelLink Up programs that provide additional support to low-income consumers that
incorporate the unique characteristics of each state or territory .15 For example, in establishing eligibility
criteria, states have the flexibility to consider federal and state-specific public assistance programs with
high rates ofparticipation among low-income consumers in the state. State certification procedures and
outreach efforts can also take into account existing state laws and budgetary limits. Some states and
territories, however, have elected to use the federal criteria as their default standard. These "federal
default states" include not only states and territories with their own LifelinelLink Up programs that have
adopted the federal default criteria, but also states and territories that have not adopted their own
LifeIinelLink Up program. In April 2004, the Commission released an order expanding the federal
default eligibility criteria to include an income-based criterion and additional means~tested programs.1S2

63. Eligibilityfor Lifeline and Link Up. In states that provide state Lifeline and Link Up support,
Lifeline and'Link Up are available to all subscribers .who meet state eligibility requirements. Although
states have some latitude in selecting means tests, state commissions must establish narrowly targeted
qualification criteria that are based solely on income or factors directly related to income for low-income
residents to,be eligible for Lifeline and Link Up. In addition, states with eligible residents of tribal lands
must ensure that their qualification criteria are reasonably designed to apply to residents of tribal lands, if
applicable. ls3 To receive Lifeline and Link Up in a' state that does not mandate state Lifeline support,
consumers must certify that their household income is at or below 135 percent ofthe Federal Poverty
Guidelines, ,or that they participate in one ofthe following seven federal programs: Medicaid, Food
Stamps, Supplemental Security Income (8SI), Federal Public Housing Assistance (Section 8), the Low
Income Home Energy Assistance Program (LIHEAP), the National School Lunch Program's free lunch
program, or Temporary Assistance for Needy Families (TANF).ls4 Subscribers living on tribal lands
qualify to receive federal Lifeline support if: (1) they qualify under state criteria in a state that provides
Lifeline support; (2) they certify that their household income is at or below 135 percent of the Federal
Poverty Guidelines; (3) they certify that they receive benefits from one ofthe seven federal programs
listed above; or (4) they certify that they participate in one of the foHowing additional federal assistance
programs: Bureau ofIndian Affairs General Assistance (GA), Tribally administered Temporary
Assistance for Needy Families (Tribal TAl'fF), or Head Start (meeting the income-qualifying standard).ISS

64. TracFone and Computer and Communications Industry Association Petitions. On October 9,
2008, TracFone Wireless, Inc. (TracFone) submitted a petition requesting that the Commission establish a
(continued from previous page) -----------
receive Tier 1support which provides a discount equal to the ETC's subscriber line charge. Tier 2 support provides
an additional $1.75 per month in federal support, available ifalI relevant state regulatory authorities approve such a
reduction. (All fifty states have approved this reduction.) Tier 3 offederal support provides one halfof the
subscriber's slate Lifeline support. up to a maximum ofS1.75. Only subscribers residing in a stale that has
established its own LifelinelLink Up program may receive Tier. 3 support, assuming that the ETC has all necessary
approvals to pass on the full amount ofthis total support in discounts to subscribers. Tier 4 support provides eligible
subscribers living on tribal lands up to an additional $25 per month towards reducing basic local service rates, but
this discount cannot bring the subscriber's cost for basic local service to less than $1. See 47 C.F.R. § 54.403.

151 See 47 C.F.R. §§ 54.409(a), 54.415(a).

152 See Lifeline andLink Up, we Docket No. 03-109, Report and Order and FurtberNotice ofProposed
Rulemaking, 19 Fce Red 8302 (2004).
JS3 47 C.F.R. § 54.409(a).
154 47 C.F.R.,§ 54.409(b).
I~ d47 C.F.R. § 54.409(a}-( ).
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'trial basis program to support broadband Internet access service and the devices that support this
service. IS' Citing data demonstrating that a significant amount of low-income families are unable to

'afford broadband Internet access, TracFone proposes that the Commission, on a temporary basis, provide
'affordable access to low-income consumers by supporting broadband Internet access service and the
,devices used to access these services.IS? TracFone proposes limiting the program to 500,000 to 100,000
,;Iow-income households in Florida, Virginia, Tennessee, and the District ofColumbia. ISB Doing 50,
according to TracFone, will enable to the Commission to examine how to better make available
,broadband Internet access service to low-income consumers throughout the Nation. 1S9

65. On October 7, 2008, the Computer and Communications Industry Association (CCIA) filed a
petition requesting the ComJ11ission revise the definition ofuniversal service sUPf0rted services to allow
,low-income consumers receive support for broadband Internet access services." CCIA states that,
:despite a critical need for broadband Intern,et access service, low-income consumers still have a
"considerably low broadband Internet access deployment rate. Accordingly, CCIA argues the definition of
supported services for purposes ofuniversal service should be revised to provide support for broadband
Internet access service to low-income consumers.t't

66. In recent proceedings, other parties have also urged the Commission to provide low-income
consumers with support for broadband services. For example, Windstream argues that the Commission
should direct broadband support to '!ow-income consumers where such support is most needed. 162

• AARP
also concludes that the Commission should provide LifelinelLink Up support for broadband services and
:1Jrges the Commission to conduct a proceeding to examine the matter.I' AARP proposes that in addition
to examining supporting broadband services, the Commission should also examine how to increase low
income consumers' access to devices that support broadband services and education on how to use such
,devices.164 Many consumer groups and service providers have also commented in support ofTracFone
'and CCIA's,proposals10 support the provision to low-income consumers ofbroadband Internet access
'service and the devices used to access these services.,I6'

156 See Liftline andLink Up, Federal-8tate Joint B~ard on Univtrsal Service, WC Docket No. 03-109, CC Docket
No. 96-45, Petition to Establish ATrial Broadband LifelinelLink Up Program (filed Oct. 9, 2008) (TracFone
Petition). '

Is7 See TracFone Petition at 3-4.

lSI See TracFone Petition at 3.

1S9 See TracFone Petition at 5.

,160 See Petition for Rulemaking to Enable Low-Income Consumers to Access Broadband Through the Universal
Service Lifeline and Link Up Progl'amS, WC Docket No. 03·109{fiIed Oct. 7, 2008) (CCIA Petition),

161 See CCIA Petition at 7.

'1'2 See Letter from Erib Einhorn, Vice President Governmental Affairs, Windstream Communications Inc" to
Marlene Dort~h, Secretary, FCC, CC Docket Nos. Ii1-92, 96-45, WC Docket Nos. 99-68, 08-122, 05-337, 08-152
~Sept. 24, 2008) (Windstream Sept. 24, 2008 Ex Parte Letter).

1'3 AARP Joint Board Comprehensive Reform NPRM Comments at 55.

1'4 AARP Joint BoardComprehensive Reform NPRM Comments ai'55.

165 See, e.g., Letter from Dale R. Schmick, CEO, YourTel America, Inc., to Marlene H. Dortch, Secretary, FCC, CC
Docket Nos. 96-45, 01-92, WC Docket Nos. 03·109, 05-337, at 2 (filed Oct. 21, 2008) (YourTel Oct. 21, 2008 Ex
Parte Letter); Letter from Thomas J. Sugrue, Vice President Government Affairs, T-Mobile, to Marlene H. Dortch,
Secretary, FCC, CC Docket No. 96-45, WC Docket No. 03·109, WT Docket Nos. 04·356, 07-195 at 3 (filed Oct. 17,

(continued....)
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67, Consistent with the Commission's authority under sections 1, 4(i), 20J, 205, and 254 ofthe
Act, we establish a Lifeline and Link Up pilot program to support the provision ofbroadband Internet
access service and the devices used to access this service to low-income consumers. I" In doing so, we
explain the justification for establishing this program and provide criteria and obligations applicants must
satisfy for selection to participate in this program. Further, we establish requirements for oversight and
administration ofthe Pilot Program.

68. Broadband Internet Access Service and Devices Eligible for Low Income Support. In the
Universal Service First Report and Order, consistent with its statutory obligations, the Commission
maintained the authority to adopt changes to the Lifeline program to make it more consistent with
Congress's mandates in the 1996 Act if such changes would serve the public interest. I6' We believe that a

. Lifeline and Link Up pilot prog~am comports with the goals ofuniversal service, and advance~ the public
interest by providing new technologies and services to low-income consumers. Section 254(b)(2) ofthe
Act instructs the Commission to base policies for the advancement ofuniversal service on the principle
that "[aJccess to advanced telecommunications and information services should be provided in all regions
ofthe Nation.,,16. Similarly, section 254(b)(3) states that "low-income consumers ... should have access
to ... advanced telecommunications and information services, that are reasonably comparable to those
services provided in urban areas and that are available at rates charged for similar services in urban
areas."16§~

(continued from previous page) ------------
2008) (urging the' Commission to adopt quickly TracFone's and CCIA's proposals); Letter from Karyne Jones,
President & CEO, National Caucus and Center on Black Aged, to Marlene H. Dortch, Secretary, FCC, CC Docket
No. 96-45, WC Docket No. 03-109 at 1 (filed Oct. 29, 2008) (NCBA Oct. 29, 2008 Ex Parle Letter); Letter from
Donnie Ruby, StaffAssociate, Telecommunications Research and Action Center, to Marlene H. Dortch, Secretary,
FCC, CC Docket No. 96-45, WC Docket No. 03-109 (filed Oct. 28, 2008); Letter from Bill Newton, Executive
Director, Florida Consumer Action Network, to Marlene H. Dortch, Secretary, FCC, CC Docket No. 96-45, WC
Docket No. 03-109 (filed Oct. 27, 2008); Letter from Robert D. Atkinson, ChairPuhlic Policy Committee, Alliance
for Public Technology, to Marlene H. Dortch, Secretary, FCC, CC Docket No. 96-45, WC Docket No. 03-109 (filed
Oct. 24, 2008) (APT Oct. 24, 2008 Ex Parle Letter); Letter from John Breyault, Vice President ofPublic Policy
Telecommunications and Fraud, National Consumers League, to Marlene H. Dortch, Secretary, FCC, CC Docket
No. 96-45, WC Docket No. 03-109 (filed Oct. 23, 2008) (NCL Oct. 23,2008 Ex Parle Letter); Letter from Mark
Richert, Director, Public Policy, American Foundation for the Blind, to Marlene H. Dortch, Secretary, FCC, CC
Docket No. 96-45, WC Docket No. 03-109 (filed Oct. 28, 2008) (AFB Oct. 28, 2008 Ex Parle Letter).

166 To the extent that our adoption ofthe Pilot Program adds broadband to the list of universal service supported
services, we clarifY that this inclusion is limited only to the Pilot Program-broadband is not a supported service for
'otherlow-income ,or high-cost support purposes. Pursuant to section 254(c)(I) ofthe Act, the Joint Board has
,recommended adding broadband as a supported service, and we do so fortheli"!ited purpose of the Pilot Program.
'See Comprehensive Reform RecommendedDecision, 22 FCC Red at 20478, para. 4 ("The Joint Board now
recommends that the nation's communications goals include achieving .. , universal availability of broadband
Internet services"). Furthermore, the Commission's authority to provide universal service support to low-income
consumers pre-dates the adoption in 1996 ofsection 254 ofthe Act, and arises out ofsections 1, 4(i), 201, and 205
ofthe Act. 47 U.S.C. §§ 151, 154,201,205; Universal Service Firsl Reporl and Order, 12 FCC Red at 8956-57,
paras. 338-40. Pursuant to our authority to regulate low-income support under these sections, as wen as under
section 254, we provide universal service support for broadband Internet access services through the Pilot Program.

16' Universal Service First Reporl and Order, 12 FCC Red at 8956, para. 339.

I" 47 U.S.C. § 254(b)(2) (emphasis added).

169 See 47 U.S.C. § 254(b)(3) (emphasis added).
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69. Since the Commission first adopted its universal service rules in response to the 1996 Act,
broadband Internet access service has evolved into a critical service for American consumers. 170 The
majority ofconsumers who use broadband Internet access service today rely on it for telework, access to
banking services, interaction with government, entertainment, shopping, access to news and other
infonnation, and many other uses. Access to broadband Internet access service is especially important to

.low-income consumers for purposes of education, public health and public safety. I7I High-speed
connections to the Internet allow children in low-income families access to distance learning and
"research.In Telemedicine networks made possible by broadband Internet access service also save lives
and improve the standard ofhealthcare to low-income families living in' areas that may lack access to the
breadth ofmedical expertise and advanced m~dical technologies available in other areas.173 Broadband
Internet access service also enables the sharing ofcritical, time-sensitive infonnation with first
responders, government officials, and health ~are providers, thereby improving the government's ability
to provide a comprehensive and cohesive response to a public health crisis. '

70. Despite the advances in broadband technology, broadband availability still lags for low
,income consumers,!" The Commission's most recent data reveal that where the median income is under
$21,000, approximately 99.5 percent ofhouseholds have high-speed service available with speeds in
;excess of200kbps in at least one direction.175 Yet, according to the Pew Internet & American Life
:Project, only 25 percent ofhouseholds with annual incomes below $20,000 have broadband service. 176 In
'contrast, among t!Jose living in households with annual incomes in excess of$IOO,OOO, broadband
adoption is approximately 85 percent. 177 '

71. According'to the Commission's data, there are approximately 6.9 million consumers
participating in the Lifeline universal service program.'" Providing an additional $300 million in annual

)70 See APT Oct. 24, 2008 Ex Parle Letter at 2; NCBA Oct. 29, 2008 Ex Parle Letter at 1; NCL Del. 23, 2008 Ex
'Parle Letter at I.

:,171 According to the National Caucus and Center on Black Aged, older low-income Americans have difficulty
,affording brol!,dband services and many do not have Internet access. NCBA Oct. 29, 2008 Ex Parle Letter at 1
(citing Older Americans, Broadband and the Future ofthe Net, SeniorNet, 2008). Commenters also assert that
broadband connections are particularly necessary for consumers who are blind, visually impaired, deafor hard of
hearing. See APT Oct. 24, 2008 Ex Parle Letter at 1 (citing ALLIANCE FOR PUBLIC TECHNOLOGY, ACHIEVING
UNIVERS~ BROADBAND: POLICIES FOR STIMULATING DEPLOYMENT AND DEMAND 27 (2007»; AFB Oct. 28, 2008
Ex Parle Letter. '

,172 See Inquiry Concerning Ihe Deployment ofAdvanced Telecommunicolions Capability to AllAmericans in ~
Reasonable and Timely Fashion, and Possible Steps to Accelerate Such Deployment Pursuant to Seclion 706 ofthe
Telecommunicalions Acl of1996, GN Docket No. 07-45, Notice ofinquiry, 22 FCC Red 7816, 7817, para. 3 (2007)
'(706 Fifth NO/).

173 See 2006 Rural Heallh Care Pilol Program Order, 21 FCC Red at 11112, para. 5; 706 Fifth NOI, 22 FCC Red at
7817, para.4.

,174 See Cellular South High-Cost Reform NPRMs Comments at 10.

:175 See FCC, HIGH-SPEED SERVICES FOR INTERNET ACCESS: STATUS AS OF DECEMBER 31, 2006, tbl. 19 (2007),
'available 01 http://hraunfoss.fcc.gov/edocs public/attachmatchIDOC·277784Al.pdf.

176 See 2008 PEW BROADBAND ADOPTION STUDY ii.

177 See 2008 PEW BROADBAND ADOPTION STUDY at 2.

17. See 2007 UNIVERSAL SERVICE MONITORING REPORT.
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support through the low-income universal service support mechanisms over a three-year period should
increase the broadband subscribership for low-income customers to over fifty percent.'79

72. We therefore find that this Pilot Program furthers the universal service objectives of section
254 ofthe Act and serves the public interest by making this critical service available to the low-income
Americans who cannot otherwise afford it. In addition, the Pilot Program will provide the Commission
with a more complete and practical understanding ofhow to ensure the best use ofLifeline and Link Up
universal service support to deploy advanced services to low-income consumers."O

1. Available Funding

73. We establish a maximum annual funding level for this broadband Lifeline and Link Up Pilot
Program at $300 million for each ofthe next three years. In its petition, TracFone proposes that a pilot
program should fund up to either $180 million or $360 million per year for Lifeline broadband Internet
access service support, and up to $125 million or $250 million for the Link Up portion of the program, for
a total ofeither $305 million or $610 million, depending on whether the program would support 500,000
participants or one million participants.'"

74. While we recognize the importance ofmaking sufficient funds available for this Pilot
Program to enable us to determine whether and, if so, how to make broadband Internet access service
funding a permanent part ofthe Lifeline and Link Up programs, we find that the levels offunding
proposed by TracFone are not sufficiently tied to a specific improvement in the adoption of broadband by
Lifeline subscribers, as discussed above. In 2007, the overall size ofthe universal service fund's
'disbursement mechanisms was approximately $7.0 billion."12 Of that amount, approximately $823
million went to fund the universal service low-income program."' TracFone's proposal represents a
potential 74 percent increase over existing low-income program disbursements, and would be limited to
targeting low-in~ome consumers in only three states and the District ofColumbia.114 We are concerned
that such a large funding commitment for a limited geographic area would not provide the Commission

179 Desktop computers can be purchased for as low as $200. See Walmart Consumer Products,
http://www.walmart.com/calaloglcatalog.gso?cat=3951&fromPageC.tId=14503 (last visited Oct. 24, 2008). For
$267, a consumer can purchase anew ASUS Eee PC 20 Surf laptop. See Amazon ASUS Eee PC 20 SurfProduct
P.ge, http://www.amazon.com/gp/productIBOOlI4T9WY/ref=noref?ic=UTF8&s-pc (last visited Oct. 24, 2008).
Personal com"puters and wireless devices will continue to become available at even lower rates. Throughout the
world, there are $100 laptops and wireless devices. Sec Mich.el Trucano, InfaDev.org, Quick guide: Low-cost
computing devices and initiatives for developing world (Apr. 2008),
http://www.infadev.orglenlPublication.107.html(lastvisitedOct.25.2008).Forexample.Candlebox.being
developed for use in India by Qualcom, is a low-cost, low-power device that uses mobile technology to provide
wireless Internet access and supports e-mail, social networking, e-commerce and distance learning applications.
RICHARD P. ADLER eft MAHESH UPPAL, ASPEN INSTlTIJTE INDIA, M,POWERING INDIA: MOBILE COMMUNICATIONS
FOR INCLUSIVE OROWTII at 21 (2008), available at http://www.aspeninstitute,org/atf/cf/%7Bdeb6f227-659b·4ec8
8fll4-8df23ca704f5%7D/2008INDIA,pdf.

110 See NCBA Oct. 29, 2008 Ex Parte Letter at 2 (suggesting that the Pilot Program should be modeled after the
existing Lifeline program and can be studied and evaluated to develop future broadband LifelinelLink Up support
programs),

!" See TracFone Petition at 5.

112 See USAC 2007 ANNUAL REpORT at 51. USAC's adminislrlltive expenses for 2007 were $1 04,073,000. Id at 3.

"' USAC 2007 ANNUAL REPORT at 3.

114 See TracFone Petition at 3.
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